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Question 1 (19 marks) 
Chelsea’s Cameras Ltd records its inventory of digital cameras by using a perpetual inventory 
system on a FIFO basis. The following details are supplied for one particular popular make and 
model for the month of November. Ignore GST. 
 
Nov. 1 Inventory on hand consisted of 18 cameras costed at $160 each. 
Purchases: 
Nov. 2 10 cameras at $150 each 
  20 20 cameras at $165 each 
  25 30 cameras at $158 each 
Sales: 
Nov. 4 16 cameras at $290 each 
  22 22 cameras at $290 each 
  29 20 cameras at $310 each 
 
Required (show all calculations): 
A)  
i) Prepare an inventory record showing the above transactions  (6 marks) 
ii) Calculate ending inventory?      (2 marks) 
iii) Calculate cost of sales?      (2 marks) 
 
B) Assuming instead that the company uses the moving average method, calculate 
i) Ending inventory, and       (3 marks) 
ii) Cost of sales        (3 marks) 
Note: there is no need to prepare an inventory record for B). 
 
C) Compare and explain why your answers with those from requirement A and B are 




Question 2 (17 marks) 
 
Terry and Craig share profits in the proportion of one-third and two-thirds respectively. On 
1 July 2015, the equity accounts stood as follows: 
 




  25  000 
$120  000 
    32  000 
   
Partners were entitled to 8% interest on capital, and Terry, as manager, was entitled to a salary 
of $30  000 p.a. During the year, Terry withdrew $12  000 in cash and Craig withdrew $17  000. 
The profits for the year ended 30 June 2016 were $68  000 before providing for interest on 
capital balances and for Terry’s salary. 
 
Required: 
A) Prepare the Profit Distribution T account for the year ended 30 June 2016        (6 marks)  
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Question 3 (12 marks) 
 
Information about the cash position for Cavanagh’s Charter Tours Pty Ltd for the month of June 
is presented below. 
 
1. The general ledger Cash at Bank account had a balance of $12  600 on 31 May. 
2. The cash receipts journal showed total cash receipts of $45  796 for June. 
3. The cash payments journal showed total cash payments of $49  152 for June. 
4. The June bank statement reported a bank balance of $8 066 on 30 June. 
5. Outstanding cheques at the end of June were: no. 864, $120; no. 866, $146; and no. 
870, $224. 
6. Cash receipts of $2 400 for 30 June were placed in the bank’s night safe on 30 June 
and were not included in the June bank statement. 
7. Comparison of the presented cheques with the entries in the cash payments journal 
disclosed that cheque no. 842 for $708, for rent expense, had been wrongly recorded 
as $690. 
8. Included on the bank statement were: 
a) a total credit for $1 468, indicating an electronic transfer of $1 360 plus interest 
earned, which the bank had credited to the account 
b) a dishonoured cheque written by Vinko Ltd, a client, for $654 
c) account and transaction fees, $64. 
 
Required: 
A) Prepare a bank reconciliation statement as at 30 June.    (8 marks) 
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Question 4 (13 marks) 
 
Centenary Ceramics deals in ceramic pots and figurines. All sales are conducted on a credit 
basis and no cash discounts are given. Ignore GST. The following information was extracted 
from the accounting records at 30 June 2015: 
 
Sales $552  000 
Sales returns and 
allowances 37  900 
Cash collected 319  120 
Debts to be written off 4  022 
 
Required: 
A) Assume that Centenary Ceramics uses the direct write-off method of accounting for bad 
debts. (Total 5 marks) 
i) Show the general journal entry required to write off the bad debts (narrations are 
not required).              (2 marks) 
 
ii) What amount would be shown for bad debts expense in the income statement at 
30 June 2015?             (1 mark) 
 
iii) What amount would be shown for accounts receivable in the balance sheet at 30 
June 2015?              (2 marks) 
 
B) Assume that Centenary Ceramics uses the allowance method of accounting for bad 
debts and the Allowance for Doubtful Debts account had a credit balance of $2 645 at 1 
July 2014. Also assume that an allowance of 1% of net credit sales is required at 30 
June 2015 (ignore GST). (Total 8 marks) 
 
i) Show the general journal entries required to write off the bad debts and bring in 
the required allowance for doubtful debts (narrations are not required). (4 marks) 
 
ii) What amount would be shown for bad debts expense in the income statement at 
30 June 2015?              (1 mark) 
 
iii) What amount would be shown for accounts receivable in the balance sheet at 30 
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Question 5 (14 marks) 
 
Ann Winters is a manager at the Commonwealth Bank. During 2016 she worked for the bank 
all year at a $6 500 monthly salary. She also earned a year-end bonus equal to 15% of her 
annual salary. 
 
Ann’s income tax withheld during 2016 was $820 per month, plus $2 480 on her bonus cheque. 
Ann authorised the following payroll deductions: charitable fund contribution of 1% of total 
earnings, and life insurance of $20 per month. 
 
Commonwealth Bank incurred payroll tax expense of 8% of the total payroll. The bank provided 
Ann with the following benefits: private health insurance at a cost of $40 per month, and 
superannuation benefits to be paid to Ann during her retirement. During 2016, the bank’s cost 
of Ann’s superannuation plan was $8 100. 
 
Requirements: 
A) Calculate Ann Winters’ gross pay, payroll deductions and net pay during 2016.  
(3.5 marks) 
B) Calculate the bank’s total 2016 payroll cost for Ann Winters.                           (2.5 marks) 
 
C) Make the journal entry to record the bank’s expense for Ann Winters’ total earnings for 
the year, her payroll deductions and her net pay. Debit Salary expense and Bonus 
expense as appropriate. Credit liability accounts for the payroll deductions and Cash for 
net pay. Then make another journal entry for payroll tax on Ann Winters’ earnings. 
Credit a liability account. (Narrations aren’t required).                                         (8 marks) 
 
 
Question 6 (25 marks) 
 
The following transactions of Australian Pharmacy occurred during 2017 and 2018. 
 
2017   
Feb 3 Purchased equipment for $20 000, signing a six-month, 9% note 
payable. 
(2 marks) 
28 Recorded the week’s sales of $60 000, one-third for cash and two-thirds 
on credit. 
(3 marks) 
Apr 30 Borrowed $100 000 on a four-year, 9% loan that calls for annual 
payments of interest each 30 April 
(2 marks) 
Aug 3 Paid the six-month, 9% note at maturity. (3 marks) 
Nov 30 Purchased inventory at a cost of $7 000, signing a three-month, 6% note 
payable for that amount. 
(2 marks) 
Dec 31 Accrued warranty expense, which is estimated at 3% of sales of 
$200,000. 
(2 marks) 
31 Accrued interest on all outstanding notes and loans payable. Make a 
separate interest accrual entry for each amount payable. 
(4 marks) 
2018   
Feb 28 Paid off the 6% inventory note, plus interest, at maturity. (4 marks) 
Apr 30 Paid the interest for one year on the long-term loan payable. (3 marks) 
 
Requirement: 
Record the transactions in the general journal. Narrations are not required.  
 
 
***End of Exam*** 
